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Summary

The policy brief discusses Circular Economy Business Models (CBM), gives several examples and
considers the challenges and solutions facing policymakers. It makes a number of recommendations
to regions to speed up the development of CBMs — something this brief argues regions are in a good
position to do — and shares several good practices from Interreg Europe projects. It should be read in

conjunction with the Interreg webinar on CBMs webinar on Circular Economy Business Models. It also

briefly sketches EU policies in this area and offers some practical funding and networking tips.

l. Introduction: What are Circular Economy Business Models?

While it has many facettes, the Circular Economy (CE) is a sustainable economic model that
eliminates all or most waste, or recycles it, thus reducing the use of virgin resources as well as reducing
energy consumption, which in turn reduces the environmental impact of the consumer society. The

main ideas are illustrated in Fig.1 below, which was developed by the Ellen MacArthur Foundation a

leading proponent of the circular economy.

Figure 1 Outline of a circular economy
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Circular Economy Business Models (CBM) are business models that put circular economy
principles into practice. Every dimension of economic activity is concerned: business-to-business
(B2B), business-to-consumer (B2C) and consumer-to-consumer (C2C). CBMs offer new opportunities

for companies and transform the relation between producers and consumers.

CBM can come in different forms. Some of the main approaches include:

Industrial symbiosis (IS) (featured on the cover) is a B2B systems approach for a more integrated
industrial system, and one that is more sustainable because it identifies business opportunities that
optimise industrial processes and use underutilised resources (such as materials, energy, water,
capacity, expertise, assets, or other by-products, etc!.). This often involves finding innovative solutions
that capture and exploit hitherto untapped synergies. Simple examples include the use of food waste
from the catering sector to feed farm animals, or the use of non-toxic industrial waste to produce energy
through incineration?. Industrial Symbiosis seeks to maintain the highest (reuse) value of materials and

products.

The sharing economy? is rapidly emerging across Europe. It is a new way of marketing and using
products and services, commonly achieved through online platforms. Transactions usually involve three
parties: the product/service provider, the online platform and the customer. It covers a great variety of
sectors, from sharing houses and domestic services to car journeys or power tools — and it often

encompasses the development of new business models.

Circular/sustainable design is also gaining ground in Europe and beyond. Design is central if products
are to be resource efficient, long-lasting, easily repairable and recyclable. For example, the UK Centre

for Sustainable Design is an active promoter of the concept. The UK Agency of Design has developed

a Circular Economy Design Tool offering a good basis for exploring circular economy design

opportunities. The agency developed a product — the Optimist Toaster — which embodies circular
economy ideas such as prolonging the life of the product; choosing an easily recyclable material —

aluminium; and using very few parts that can break.

! Lombardi & Laybourn, 2012

2 hitps://ec.europa.eu/environment/ecoap/about-eco-innovation/experts-interviews/20140127 industrial-
symbiosis-realising-the-circular-economy en

3 Also known as collaborative economy in the EU context.
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Other CBM include reverse logistics, which
refers to managing the return flows of materials in
a circular economy and mainly driven by Extended
Producer Responsibility (EPR) and
remanufacturing in which a used product is
brought to at least the quality level of a new

product through a process consisting of, for

example: dismantling, cleaning, testing,

processing and remounting collected used parts*.

Source: Agency of Design

Il. The EU and national policy context

The circular economy and associated business models moved to centre stage in EU policymaking in
the last decade partly because of the increase of commodity prices. They build on existing resource
efficiency policies, especially Europe’s Roadmap to a Resource Efficient Europe (EC, 2011) — which
is a core instrument of the Resource Efficient Europe Flagship Initiative of the Europe 2020 Strategy

and which promotes smart, sustainable and inclusive growth.

The EU Circular Economy Action Plan® (or CEAP), provides the backbone of Europe’s Circular
Economy Package. It outlines a series of measures and actions to “stimulate Europe's transition
towards a circular economy’. The package mentions the high hopes associated with circular economy,
namely: ‘boosting global competitiveness, fostering sustainable economic growth and generating new
jobs”. The CEAP was completed in 2018 and the Final Circular Economy Package® can be consulted

here.

The circular economy has also gained momentum in the policies of Members States, largely due to
the political priority given to it by the EU in recent years. Some MS have developed dedicated circular
economy strategies and roadmaps (France, Netherlands, Finland, etc.). A growing number of regions
(Flanders, the Basque country, etc.) are now acting to develop a circular economy and they have been
joined by a number of cities (Amsterdam, London, etc.). Some have adopted circular economy
strategies, while others have introduced the circular economy in their sectoral policies (waste, economy,
agriculture, bio-economy, construction etc.), as well as in their Smart Specialisation Strategies (RIS3).
This is now triggering the deployment of various types of CBM.

Regions and cities are and will continue to be instrumental in creating the conditions and incentives for

CBM to flourish yet it will be business, both existing and new, that will turn theory into practice. In this

4VDI ZRE 2017
5 EC, 2015
6 http://ec.europa.eu/environment/circular-economy/index_en.htm
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context, it is important to be aware of ideas and theoretical development being done by a wide spectrum
of circular economy advocates from science, organisations such as the Ellen MacArthur Foundation
and others.

Regions have an opportunity. They are the most suitable level for closing material loops and creating
sustainable industrial ecosystems’. At the same time, regions, cities and companies face multiple

obstacles to putting CBM into practice.

One key challenge is estimating profitability, CBM face an uphill battle without a value creation
proposal. In this regard, both companies and regional authorities lack information on material
flow data and on scientific and technological issues. This was confirmed by participants via an online
poll taken during the Policy Learning Platform’s webinar in which ‘estimating profitability' polled as the
most pressing obstacle. Consequently, in order to overcome this constraint, the business case needs
to be demonstrated — and public authorities have resources to help with this — including through
demonstrator projects and the publication of analysis on the prospects for particular sectors and
markets.

Another challenge is market conditions. On top of infrastructure development, procurement rules and
tax (or other financial instruments) can be recalibrated to incentivise CBM. Such mainstreaming holds
significant potential. For example, Sweden has tax rules that incentivise repair and longer product life
spans, thereby reducing the number of new products. These incentives are helping to steer the Swedish
economy from a linear to a circular model. and to redeploy parts of the workforce from production to
repair and maintenance. There are many ways incentives can support CBM. The German state of
Baden-Wurttemberg for example is promoting car-sharing by allocating a number of parking spaces to

car-share vehicles instead of private cars.

Companies face challenges too, not least due to a lack of information, which keeps opportunities
hidden, and of finance, and so investors may continue to stay away as long as the business case
remains unmade or undeveloped. In certain cases (sharing economy, remanufacturing, etc.),
manufacturers risk undermining their own product sales, and consequently the profits of their production
plants®. Manufacturers also need to establish a reverse logistics system for collecting products at the

end of a service agreement, otherwise reuse, repair or remanufacture are not feasible®.

7 Sterr & Ott, 2004
8 EEA, 2017 and Zils et al., 2016
9 EEA, 2017
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In summary, CBM are work-in-progress, framework conditions, incentives, market information, etc.
remain incomplete and CBM are often disruptive models. Awareness raising and capacity building are
therefore needed on all levels including in universities through courses in circular design, material

science and circular business models.

An excellent example of how policy can tackle some of the obstacles mentioned above is Zero Waste
Scotland. This initiative manages an £18m Circular Economy Investment Fund for SME development
and the adoption of innovative business models for new circular economy products and services. The
Fund is in line with Scotland’s Smart Specialisation Strategy (RIS3) as well as Scotland’s Circular
Economy Strategy, ‘Making Things Last’. Zero Waste Scotland is one of the good practices identified

by the Interreg Europe RETRACE project (discussed further later in this Brief).

Circular Economy Business Models (CBM) are collaborative business models in their majority. While
collaboration often happens spontaneously, in many cases there is a need for external facilitation before
collaboration kicks in. Industrial symbiosis networks, with facilitation support in place, as well as clusters
and eco-industrial parks, with their concentration of research and business and tradition of collaboration,

are all suitable breeding grounds for CBM. The Green Deals in the Netherlands are multi-stakeholder

initiatives in which all types of barriers can be addressed simultaneously; they provide an essential

cooperative mechanism to nurture and catalyse change towards systemic economic approaches.

Green Public Procurement also holds tremendous potential and can boost the uptake of CBM if regions
and cities apply appropriate criteria in Public Procurement contracts. The demand for remanufactured
products through Green Public Procurement may, for example, stimulate remanufacturing in the region.
Several Interreg Europe projects (GPP4Growth, CircPro and GPP-STREAM) address the use of Green

Public Procurement.

As several of the Interreg Europe projects are addressing CBM, we provide below a number of
examples of interregional cooperation (policy learning) coming from these projects. Such interregional

learning is a practical vector for spreading the adoption of good practices in all Europe’s regions.

The Interreg Europe programme is currently supporting a number of eco-innovation / circular economy

related projects, mainly under its Environment and Resource Efficiency Topic.

RETRACE (2016 — 2020) promotes the systemic design approach (SDA). The SDA creates a set of
relationships in which a system output (waste) becomes the input for another system in order to obtain

zero emissions (waste). Besides a link to industrial symbiosis RETRACE also explores how eco-
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innovation can improve product design to reduce the weight of products, extend their useful life or make
them easier to repair, reuse and recycle.

CESME (2016 — 2020) and CircE (2017 — 2021) explores how regional and local authorities and
business development agencies can best improve policy instruments and design support packages
to assist SMEs to enter the circular economy.

SYMBI (2016 — 2020) and TRIS (2016 — 2020) have a clear focus on industrial symbiosis as an
opportunity for more sustainable regional company ecosystems.*:
Four examples of ongoing Interreg Europe projects, illustrated by some of the good practices they are

promoting, are described in more detail below:

10 https://ec.europa.eu/environment/ecoap/about-eco-innovation/experts-interviews/20140127 _industrial-symbiosis-realising-
the-circular-economy_en
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Regions can support the uptake of CBM. Below are several examples of what they can do:

= Industrial symbiosis has considerable potential for accelerating the development of CBM.
Regions and cities wanting to support Industrial Symbiosis are in the position to act as
facilitators. However, this approach should be based on assessing the potential for IS synergies
in the region and good practices in other countries. In addition, as lida Holck from the SYMBI

project highlighted during the webinar on Circular Economy Business Models (CBM), regions

should have regional organisers (practitioners) in charge of raising awareness among the
companies, exchanging information and networking. The Frush Circular Economy Event for

Start-ups presented above illustrates one way to do this in practice.

= Where regional and local authorities have power to deploy fiscal, financial, economic
and regulatory instruments these can drive industrial symbiosis indirectly, through favouring
state-of-the art waste management (such as waste prevention and/or re-use) and penalising
undesirable waste management options (such as landfilling). Examples include relatively high
landfill and incineration taxes, pay-as-you-throw schemes, local landfill bans of various waste
streams (e.g. for organic waste), targeted economic incentives. In addition, actions such as
promoting Green public procurement (GPP) or supply chain approaches that provide collective
solutions to logistical difficulties in Industrial Symbiosis (e.g. treatment and recovery facilities
shared by a number of companies or a circular supply chains voluntary protocol) can also be

helpful.

= Regions and cities should work on strengthening their local circular economy ecosystem, by
supporting the local organisations involved, and informing citizens of what services are
available. Future Cohesion funds are likely to continue to support this sector. The Circular

Valley project illustrates how this can be done.

=  While the uptake of new products and services in the sharing economy is often initiated by
businesses, territories often have a role to play. For instance, local governments can create
conditions that are conducive to the development of car-pooling, by creating dedicated areas
for travellers to meet or by developing specific platforms. Regions and cities can also develop
a suitable ecosystem for the emergence and growth of start-ups, which are often at the source

of the collaborative/sharing economy.

» With regards to collaborative consumption, policymakers should focus on reinforcing the
supply and demand sides of this new market, which is based on access to a product (sharing,
leasing) rather than ownership. The development of the 10T (Internet of Things) and all kinds of
tracking devices is a huge opportunity for boosting product-service systems and organising

reverse logistics and remanufacturing systems.
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Among the most urgent policy actions that need to be taken at regional level, the panellists
(participating in the Interreg webinar) highlighted growing the market for secondary raw
materials (from recycled waste), improving the regulatory framework, and supporting SMEs
to enter the circular economy. Regional authorities can play a crucial role in facilitating the

cooperation between research and the business sector as exemplified by the presentation

from the ERDF-funded Food crossing district. And on the potential of different industrial sectors

to adopt the circular economy, agri-food was outlined as one of the most promising.

The Availability of additional funding for the circular economy is a pre-condition for speeding
up transition. The EU Cohesion Policy and the Horizon 2020 funding for research are two of
the biggest financial streams available in the EU. However, the uptake and mainstreaming of
circular economy funding in other financial instruments and in the activity of smaller providers
would provide a much bigger leverage effect. A key step in the process is to create incentives
for private financing to follow public financing. This would require devising a specific set of
policy measures to develop an environment that is conducive to the deployment of private-to-
private finance mechanisms. In particular, in the initial stages, publicly leveraged private

financing mechanisms and targets for finance institutions may be needed.

Tell us what you think

We would like your feedback on this important emerging policy area. Interreg’s PLP would like to hear

from you, as representatives from regional and municipal authorities, on the aspects of circular economy

we should investigate further and support you with by sharing expertise and experience from across

Europe. Can you offer a good practice, a case study, a current challenge you are tackling? A solution

to a challenge? We look forward to receiving your feedback, which could be the basis for a follow-up

Brief!

Find out more

& For funding opportunities, create your own list of search words and check the EC’s search

tool:

https://ec.europa.eu/info/funding-tenders/opportunities/portal/screen/opportunities/funding-

updates;freeTextSearchKeyword=;programCode=null;sortQuery=approvalDate

& For networking opportunities, you can visit the following websites:

European Industrial Symbiosis Association (EUR-ISA)

European Remanufacturing Council

European Circular Economy Stakeholder Platform
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European Resource Efficiency Knowledge Centre

Circular Europe Network

Policy Learning Platform, Policy brief on food waste

Policy Learning Platform, Policy brief on industrial symbiosis

Policy Learning Platform, Policy brief on sustainable management of bio-waste

Policy Learning Platform, Policy brief on green public procurement

Policy Learning Platform, Policy brief on resource efficiency

Policy Learning Platform, Article on circular procurement

https://www.ellenmacarthurfoundation.org/

ESPON, Interact, Interreg Europe and URBACT, Pathways to a circular economy in regions and
cities, Policy brief, 2016

CEPS Task Force (2018), The Role of Business in the Circular Economy (Report of a CEPS
Task Force)

Eco-Innovation Observatory

EEA (2017), Circular by Design, Products in the circular economy

EEA (2015), More from less — material resource efficiency in Europe

EIB (2018), The EIB Circular Economy Guide, Supporting the Circular Transition (available here)
ESPON CIRCTER project

Korhonen and al, 2018, Circular Economy: The Concept and its Limitations
Lombardi, D. R., & Laybourn, P. (2012). Redefining Industrial Symbiosis: Crossing Academic-
Practitioner Boundaries. Journal of Industrial Ecology, 16(1), 28-37.

Resources under the European Resource Efficiency Knowledge Centre

Sterr and Ott (2004), The industrial region as a promising unit for eco-industrial development—
reflections, practical experience and establishment of innovative instruments to support
industrial ecology (Journal of Cleaner Production)

Technopolis Group (2018), Study to Monitor the Economic Development of the Collaborative
Economy at sector level in the 28 EU Member States

Zero Waste Scotland resources

Zils, M., Hawkins, P. and Hopkinson, P., 2016, 'Challenges and capabilities for scaling up
circular economy business models — A change in management perspective'
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